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的经验证据，同时也为 B 股折价之谜提供了新的理论解释。 
















AB 股市场的实证结果表明，现金股利对流动性不足的 B 股市场更加重要，现金
股利支付水平越高的公司对应的 B 股折价程度越小，并且现金股利对 B 股折价
程度的影响程度随着 B 股相对流动性水平的降低而增强。另一方面，基于 2008




























































Since 1950s, dividend policy has been a topic of huge importance to financial 
economists, it is also one of the most thorny issue in corporate finance literature. The 
previous studies tried to address the dividend puzzle by taking into account the tax 
differentiation as well as information asymmetry and agency cost. These studies 
indeed achieved some progress but at the meantime faced great challenges both 
theoretically and empirically. It is surprising to note that the importance of market 
liquidity has been largely ignored in the dividend literature although it is critical to the 
relevance of the MM dividend irrelevance proposition. This dissertation aims to shed 
more light on the issue of dividend policy by taking market liquidity into account and 
focuses on the impact of market liquidity, dividend policy and the interaction between 
them on the valuation of a firm and the role of market liquidity in the process of firm 
dividend policy making.  
Theoretically, the dissertation relaxed the critical assumption of perfect market 
liquidity implied in the development of the dividend irelavance theory proposed by 
Miller and Modigliani (1961), and developed a new firm valuation model based on 
the market liquidity and dividend policy. The model highlights the importance of 
market liquidity on the issue of dividend relevance, and suggests a liquidity 
hypothesis of dividend. Empirically, this dissertation rigorously examines whether the 
attitude of investors on cash dividend is determined by the status of market liquidity, 
and investigates whether firm managers cater for the preference of investors and take 
into account the market liquidity in the process of dividend policy making. Three 
unique institutional settings in China, the AB-share markets, the semi-mandatory 
dividend stipulation announcement and the split share structure reform, are employed 
to facilitate the empirical analysis, which results in a bunch of support evidence for 
the liquidity hypothesis of dividend.  














could be outlined as follows:  
Chapter 1 is the introduction. It focus on the research background, research ideas, 
overall framework and possible contributions of this dissertation to the existing 
literature.  
Chapter 2 is the literature review. It provides a review on the literature of 
dividend policy, market liquidity and where they meet each other.  
Chapter 3 developed a firm valuation model based on the market liquidity and 
dividend policy and proposed a liquidity hypothesis of dividend. The economical 
meanings and empirical implications of the model are also briefly discussed in this 
chapter. 
Chapter 4 employs the unique setting of AB-share markets in China to test 
whether the importance of cash dividend is affected by market liquidity. The analysis 
also provides a new rational explanation for the B-share discount puzzle.  
Chapter 5 examines whether the illiquid stocks and the liquid stocks response 
differently to the announcement of the semi-mandatory dividend stipulation which 
aims to push the firm to issue more cash dividend. The two channels via which the 
semi-mandatory dividend stipulation creates value for investors are clarified in the 
analysis. 
Chapter 6 looks into the relationship between market liquidity and firm dividend 
behavior using the full sample of the Chinese A-share firms. This analysis focuses on 
the impact of market liquidity on a number of core issues in the dividend policy 
making such as the propensity and magnitude of dividend payment as well as the 
dividend initiation and dividend omission.  
Chapter 7 investigates the relationship between market liquidity and firm 
dividend behavior by taking into account the split share structure reform which 
potentially has significant impacts on both the ownership structure and the liquidity of 
stocks in the second market.  
Chapter 8 summarizes the findings of this dissertation and the implications of 
these findings are also discussed. This chapter also provides a brief discussion on the 














The main findings of this research can be summarized as follows: 
First, the attitude of an investor on the importance of cash dividend is 
significantly affected by the stock market liquidity. The lower is the market liquidity 
for a stock, the more expensive for an investor to obtain the capital return by 
implementing the homemade dividend strategy. On one hand, the empirical results 
based on the the China AB-share markets demonstrate that the cash dividend is more 
important for the less liquid B-share market, the B-share price premium is positively 
associated with the magnitude of cash dividend payment and the the marginal effect 
of cash dividend on the premium is negatively affected by the B-share relative 
liquidity. One the other hand, the empirical results from an event study based on the 
announcement of semi-mandatory dividend stipulation by China Security Regulatory 
Commission on October 9th 2008 shows that, the cumulative abnormal returns for the 
firms with less liquid stocks are signifantly larger, which further comfirmed that the 
cash dividend is more important for the less liquid stocks. 
Second, the market liquidity has significant effects on the dividend behavior of 
public firms. The empirical results based on the full sample of the Chinese A-share 
firms show that the propensity and magnitude of dividend payment are positively 
associated with the illiquidity of stocks. It is also found that the illiquidity variable has 
positive impact on the cash dividend initiation and negative impact on the cash 
dividend omission. Further analysis indicates that the propensity (magnitude) of 
dividend payment weakened (decreased) after the split share structure reform as the 
former non-tradable shareholders became less dependent on the cash dividend for the 
capital return. However, the liquidity effects on the dividend payment has become 
stronger in the post reform period because the wealth of large shareholders who are 
the former non-tradable shareholders become related to the market liquidity after the 
reform. 
The dissertation contributes to the existing literature in several ways: 
First, the stock market liquidity is introduced into the analytical framework for 
the study of corporate dividend policy and a liquidity hypothesis of dividend is 














dividend policy and adds more meanings to the study of stock market liquidity. 
Second, a firm valuation model is developed based on the market liquidity and 
dividend policy in the dissertation. By analyzing the roles of market liquidity, 
dividend policy and the interaction between them in the firm valuation mathematically, 
this dissertation provides a solid theoretical foundation for the liquidity hypothesis 
dividends. 
Third, this dissertation makes use of three unique settings in China, which 
effectively alleviate the endogeneity problem which may arise in the existing research. 
Using a sample of firms cross listed in the AB share markets, it is possible to 
investigate the relevance of dividend policy under different status of market liquidity 
with perfect control for differences in the fundamental variables. By analyzing the 
announcement effect of the semi-mandatory dividend stipulation, this dissertation 
avoids the noise caused by the annual reports. The split share structure reform 
provides an opportunity to examine the possible changes in the corporate dividend 
policy when the stock market liquidity are improved by some exogenous forces. 
Last but not least, this dissertation provides new theoretical explanations for 
several economical phenomenons in China. The empirical results indicate that the 
cross sectional and time series variations in AB-share price disparity could be partially 
explained by the differences in the dividend policies. This dissertation also suggests 
that semi-mandatory dividend stipulation alleviate liquidity constraints faced by 
investors, which in turn help to increase investor wealth. Finally, this dissertation 
explains why the propensity (magnitude) of dividend payment lowered (decreased) 
after the split share structure reform while the liquidity effect on dividend payments 
became stronger. 
Keywords: Market Liquidity; Dividend policy; B-share Discount Puzzle; 
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